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The Use of Modified Adjusted Gross Income (MAGI) in Federal Health Programs

Summary

Certain portions of f edetreaslf ohnegaclltihg ipbrio g rtaymsa nrde loy
purp.Meds care tphreathi umdnpnal mandat e ,eelxiegmpbtiilointsy aanndd
amounts for tax credits foandheMddhcadamnduelhingibilki
det aethi 1n inpogdritf,i ed a dcjoumet e(dMMGIb)sss iam concept t h:
used gthlbmdau federal tax law and certain federal pr
MAGI ; rather, the term has different definitions
calculated.

For ®facthhese federal healthuptegr amos sMAGk ome g i( ™\
calculated for tax purposes. From there, various
Medicaid, subtracted) to cal dud adief MAIGdn tf olre & latch
programs do not wmbodgdsdmiclomedafimg lidhes same gr ot
example, married couples living together are cou
of whether they file a joint tax return. By cont
be gabile for premium credits

ThRatient Protection anPd LA fl8 rhdsa balaes mGlaledldei) shc t ( AC
Section 36B of the Indetrthkhahi RaxewxuwuedCode¢ o( RRE€) st
taxpay¢he yputclohvacsrea gohfetaHt hugh s usr"Haveebkbakbdange

1 ncdinmse used, among other factors, to deter mine e
credit. I RC Sesc tai odre f3imnB tiinmocenl wvodf household 1 ncome.
MAGI amount (subject to certain adjustments) for

The MAGI definition in IRC Sectionwh3e6th earl saon 1 s u
induali dis exempted from(RBhepemali vy damdumtanadwe & i
not comply with tahnddBi Mddvcdudl imendieteligibility
popul ations. HovibAaAGlk,de¢fiisathonasaedil RCe $ection 3
di ffehiemaNdy¢Gl definition that differs from that

determine which Medid<dacombepe fimé uansi es pay high

This report explores the different MAGHdrde finiti
t hiendi vi dugph ema mdnatt axheabttdhtexnohgatnhdesMe di cai d. Tt
also addresses why MAGI is used and how it 1s ap
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Introduction

Certain portions of f edetreaslt ihnega Iftohr perloiggriabmsl irteyl v
purposes. Medicare premiums, the individual mand
amounts for tanxswuraeuwddid¢ setohahgal ¢chverage, and Me
determined, 1ind paadjtus tuesd nggr omebAdGilif niceso me o AMAGd pt t h
used throughwuandedertadi hHdwdedhryepiognoamuni forn
definitGbn odt MaAr , the term has di fferent defini
it is being calculated.

r efacthhese fede+M¢dheat ¢h phegrmdisvi dual manda
edits on the health i-aMAGbaengcien se xwcihtahn gaedsj,u satnedd M
come (AGI) as calculated for tax purposes. Fro
r, in the case of Medicaid, subtrralcent e d) to cal
dithendi fferent nhé¢ahtetbepsagidms déedine househol
me groupings of people. For example, married c
dicaid household memgrnirdd eSd ®dfadviheitshte rt acheretu
ntrastpopumbesimdst file a joint tax return to b

Fo
cr
in
(o
ad
s a
Me
co
The Patient Protection Paihd]l A8 flacsr daanbelned e(@a)r ee sAcatb 1 (]
Sect3i6bdBn of the Internal Revenue Code (IRC) to aut
taxpayers with the purchase of <¢Hovuesreahgoel d hr ough
incdime used, among other factors, Ppo edié¢ nenr maxe e
credit. IRC Section 36B includes a definition of
MAGI amount (subject to certain adjustments) for
The MAGI definition 1in IbRaCs iSse citni odne t3e6rBmian isnog i(s1 )u
individual is exempted from the individual manda
not comply with the individual mandate, and (3)
popul ations. Hotvheev eMAGIi nd eefaicnhi tciaosne i n I RC Secti of
di fferently. Finally, a MAGI definition that dif
determine which Medi<dacombBepe iméi uansi es pay high
This report exploresotnheadré6s§srbaal MAGprdgf a mst
the individual mandate, premium tax credits on t
also addresses why MAGI is wused and how it 1is ap

Definition of PFAGEramsHealth

Thieeal th dirsogusasnsd uisne tMAnalkeet eopgoarimtadtd h ¢ 1y

det er miMAGIi oinss a concept used throughout federal
There i1is dediuwnfit iMpAaGhh e r, t hed tdeirfnf eirse ndtelfyi ndee pe ndi
purpose for which it 1s being used.

The startdalgc pNbAiGt nigso ra 4Umalyisk eAMAGEke f omi tyi on o f
AGE x iisfitesd er al l aw, aldcitOmdloRSeuwn d Almh 6I2R C
calathgd subtracting dkbbmmobhl ¢y aRBEFRWHIHa@Ht © a s
GHGXHFWLR®QVgr o&s os Rc 0md d mé ncome from wWhatever s ou

1Brian T. Yeh authored this section of the report.
226U.S.C.862.
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Table 1.Additions and Subtractions to Federal Adjusted Gross Income (AGI) to

Calculate Modified Adjusted Gross Income (MAGI) for Health Programs

Modified Adjusted Gross Income

ACA Individual
Mandate ACA Initial
Medicare Premium Medicaid
Description of Income Premiums Exemption Penalty Credit Eligibility 2
Taxexempt interest income Added to Added to Added to Added to Added to
received or accrued (e.g., interest AGI AGI AGI AGI AGI
from state and local bonds)
{gte;esafrﬂr:rL;asu'csaat‘i‘grr]‘%ﬁiﬁg;gj US  Addedto  Addedto  Addedto  Addedto  Added to
pay hig AGI AGI AGI AGI AGI
fees
Famed income of US. ciizens VNG addedto  Addedto  Addedto  Addedto  Addedto
. 9 AGI AGI AGI AGI AGI
incomé
Nontaxable portion of Social Added to Added to
Security benefits AGI AGI
Income from sources within Guam,
American Samoa, the Northern Added to
Mariana Islandspr Puerto Ricg not AGI

otherwise included in AGI

326U.S.C.861.

4The 2017 tax revisiorP.L. 11597, made changes to certain abdkieline deductions, such as temporarily repealing
the deduction for moving expenses (other than for members of the Armed Foocdsjther information, se€ERS

Report R45092The 2017 Tax Revision (P.L. 123): Comparison to 2017 Tax Law

SPerSt ate Children”’

HEHIP) regulatibns att2 G.FaRn845¢.31B, tledMgdicaidiMAGI rules
at42 C.F.R.435.603 subsections (b) through (i) atgaply to CHIRP
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The Use of Modified Adjusted Gross Income (MAGI) in Federal Health Programs

Modified Adjusted Gross Income

ACA Individual
Mandate ACA Initial
Medicare Premium Medicaid
Description of Income Premiums Exemption Penalty Credit Eligibility a
Required contributions made
through a salary reduction Added to
arrangement that are excluded from AGI
gross income
Certain types ofriregular income Included in
received as a lump sum and include monthly
in AGI (e.g., state income tax refund AGl only in
or one-time gifts or inheritances month
received
"4XDOLILHG ORWWHU\ Amounts
"TXDLILHG OXPSI!VXP L less than
$80
thousand
included in
AGI only in
the month
received;
other
amounts
prorated
over a
specified
period
Certain payments to American
Indians zné’ Alaska Natives if includt Subtracted
. from AGI
in AGIm
Certain scholarships, awards, and Subtracted
fellowship grants if included in AGI from AGI
Compensation for parent mentors
unde? Medicaid ou?reach and ?ubtracted
rom AGI

enrollment grants

Source: Congressional Research Service, compilation from sources within the U.S. Code and Regulations.
Current as of the date of this report.

a. ,QLWLDOp OHGLFDLG (OLJLELOLW\ UHIHUV WR HOLJLELOLW\ UXOHV WKDW
current enrollees seeking an eligibility redetermination).

b. 26 U.S.C§5000A(e)(1).

c. 26 U.S.C. §5000A(C)(4)(C).
d. 26U.S.C.8§103.

e. 26U.S.C.8§135.

f. 26U.S.C.8§911.

g.

The Three Percent Withholding Repeal and Job Creation Rdt(11256) changed the definition of income
for the purposes of determining eligibility for ACA premium citschnd Medicaid to include ntaxable
social security benefits

h. 26U.S.C.8§931
i.  26U.S.C.8§933
j. 42 C.F.R. §435.603(h)(1)
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k. Under Medicaid, income eligibility for applicants and new enrollees is based on current monthly household
income (see 42 C.F.R. §435.603(h)(1)). By contrast, when redetermining eligibiityrfart Medicaid
enrollees, states are permitted to use current monthly income and family size, or projected annual income
and family size for the remaining months of the calendar year (see 42 C.F.R. §435.603(h)(2)).

. U.S.C. 1396a(e)(14)(K). The Bipartigdudget Act of 2018K.L. 115123 requires states to consider
"TXDOLILHG ORWWHU\ ZLQQLQJVU DQG "TXDOLILHG OXPS VXPu LQFRPH ZKI
certaiQ LQGLYLGXDOV 7KH ODZ GHILQHYV "TXDOLILHG ORWWHU\ ZLQQLQJVu L
lump sum payment) from a stat®nducted sweepstakes or lottery, or a lottery operated by a multistate or
multijurisdictional lottery association. Th®IZ GHILQHYV "TXDOLILHG OXPS VXPu LQFRPH DV LC
lump sum from monetary winnings from gambling (as defined by the Secretary of Health and Human
Services and including monetary winnings fromlgjang activities described ir&ion 1955(b)(4)pf title 18
of the U.S. Code).

m. 42 C.F.R. §435.603(e)(3)
n. 42 C.F.R. §435.603(e)(2). See also 45 C.F.R. §233.20
0. 42U.S.C.1396a(e).

Medicare-Redladmaeal IPr e mi ums

Me di cafredeirsal i nstulrpaanycse fporro gcroavme r e d ke aslotmls s er vi c
aged 65 and older, and for most permanently disa
program consists of four distinct parts: (1) Par
which covers physician anddiomdapatAcdwmantsage)i,ces ;p
plan option that covers most Part A and B servic
prescripf{QLIILEdOuW\SIRU OHGLFDUMOoOLVtQRW EDWVHGuURQ {\QFREH
for pHeamiecu Pmayt Ar ittheir spouse paid Medicare pay
quarters. Parts B and D are optional and require
me amssted, and the i1income levels used to deter mi
Me d i ceafrienidt i on of MAGI

For the first 41 ars of the Medicare progr am,
amounts Tregardles of their income. However, the
P.L.-1 D& quired that, bd gicmomien g nirm 12 ®®%3, phiyg tha rg h «
The ACA impos-edcemmi premhumbh for Medicare Part D
enrollees beginheng for2Me¢dicdThe &eMedicaid Serv
t hatoSu% of Medicare beneficid&ries pay these highe

y €
S

For Medicare Part B, standard premiums are set a
program e Xlpnednedri tPuarrets D, base premiums are set at
costs for bas®AdjPuasrttmeDn tcso vaerrea gnea.de t o the Parts
hi gsheecome benefipeirarcinegsa,gewiotfh ptere capita expendit

6 Patricia A. Davisauthored this section of the report.

7 TheMedicare Modernization Act of 2003 (MMA.L. 108173 would have phased in the increase oue years;
however,the Deficit Reduction Act of 200RA, P.L. 109171) shortened the phase period to three years.

8 SeeCenters for Medicare & Medicaid Service2019 Medicare Parts A & B Premiums and Deductiblés f act sheet ,
October 12, 2018, &ttps://www.cms.goviewsroonmfact-sheets2019medicarepartsb-premiumsanddeductibles

91n 2019, the standard monthly Part B premium will be $135.50; however, about 3.5% of Part B enrollees are expected

to be protectetd y a -h“ahronilde s s” provision and will pay a lower amount.
premiums, se€RS Report R40082edicare: Part B Premiums

101n 2019, the base monthly Part D premium w#l$33.19;however, actual premiums paid by beneficiaries may vary

depending on the prescription drug plan that they seléet.holdharmless provision does not apply to Part D
premiums SeeCRS Report R4061Medicare Part D Prescription Drug Benefit
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benaffieis 1increasing wirtahn giensc ofmreélfom dhSi% vipreaE e npg a1g ¢
capita expendituréld nf®M0 IimatilviRaratlss Bvhomde D ncome
$85, 000, and couples whwislek uibngceocnie teox cheiegdhse r$ Ip7rOe,nd
amouhts .

Determination of I nc o me

To deter mine which Me diinccaornee bperneenfiiucmsa,r itehse pSaoyc ihai
Administration uses the most recent federal tax
determinations arsabkafeldiong shaindig¢idaal] i1indivi
married fi)J¥%Thg sepamatédé¢ fFinition on which these
MAGY¥which is defined differently under Medicare

1839 (i (BocamaltBecurity Act ( SS Adustddgdssne s MAGI f
income increased by the amount of certain other income that is exempt from tax underthe IRC.

For the purpose of 1den tiinfcyoimeg Mwehdoi cilbA @rl epgrisei mmieudm st
defined as the EdDiEPHof (as defined 1in

X the beise fAiGdi, a ipy u s

X certain income exemPitnuddiionng t ax under the IRC,

X taxxempt 1interest income received or accrue.
ocal bonds) ;

—_

X interest from U.S. savings bonds used to pa
fees;

X earned income of U. S. citizens living abroa
i nme;

X income from sources within Guam, American S

Islands, or Puerto Rico, not ot her wise 1ncl

I f a Medicare bteinneef iicnicarreya shea di na toanxea bl e 1 nc ome i
from the s-pideidmg pirmocpemwet y), that increase would

111n 2019, there will be five higincome premium tiers; depending on income, beneficiaries can pay 35%, 50%, 65%,
80% or 85% of per capita Parts B or D expendisurFor additional information, see Social Security Administration,
Medicare Premiums: Rules for Highbrcome Beneficiariest http://www.ssa.goywubsEN-05-10536.pdf

1283402 of the Patient Prattton and Affordable Care Act (AC/R.L. 111148 as amended) froze the thresholds used

to determine higtincome premiums at the 2010 level. These levels were maintaired)th2017. In 2018 and 2019,

8402 of theMedicare Access and CHIP Reauthorization Act of 2BLE. 11410) maintains the freeze on the income
thresholds for the lower twioigh-income premium tiers but reduces the threshold levels for the two highest income

tiers so that more beneficiaries will fall into the higher percentage categories. Beginning in 2020, the thresholds will be
adjusted annually for inflation. S&RS RepdrR43962 The Medicare Access and CHIP Reauthorization Act of 2015
(MACRA; P.L. 11410).

B“Centers for Medicare & Medicaid Services, “Medicare Progr.
Rak, and Annual Deduct i bl eFedBral RégistabR46Octbhemly, 2018;at1, 2019, ” 83
https://www.gpo.govfisyspkgFR-201810-17/pdf/201822530.pdf

YSeealsoSocial Security Program Operations Manual
https://secure.ssa.g@oms.nsfhx/0601101010

15 The Parts B and D higimcome premium determinations are based on the same definition of MAGI. Specifically, the
Social Security Ac§1860D-13(a)(7)(C) states that MAGI has the same meaning for Part D as it does for Part B as
defined in81839(i)(4).

16 20 C.F.R. §418.1010(b)(6).

HI 01101. 01

s
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the indivodahlincomehéobenbftcyeany, thatldd thus be
inceamd ated premium two years ahead. It would not
f utyerar s . I'n t he c acshea nogfi ncge retvaeinnt smatjhoart Iriefseul t 1 n
in ME&GHd ,individual may request to have the deter
the second Hreceding year.

Indi vi dual® Mandate

ThACA remastedndi viduals to maintain health 1insu

pendlCeytain individuals are exempt from the indi
with qualifying religious exemptions and those f
“anaffdwidlableot be subject to the mandate or 1ts
maintain health insurance coverage and are not e
penalty for each month of n ornocuognhp l1tihaen cfee.d eTrhael ptean
process; any penalty that taxpayers are required
included in their return for that taxable year.
The individual mandate was bPoldi9f7i kwh iucnhd ewa st he 20
enacted on December 22, 201 7. The law effectivel
individual mandate beginningough2D0dDP8)X.i.Howetdr,
2017 tax revision does not make any other substa
establishing the mandate and its associated pena
Determination of Income

An indd vhidwad hold 1income i s aumsoeudn ttso odweetde,r minnde iatn
to determine whether an individual is eligible f
With respect to the individual mandate, househol
taxpayer, plus thethegrgrieregditwi MAGIs offormlwhom t he
deduction for personal #Axembpo7DE®HIMAGIr tthlee t axabl
purposes of the individuekemphdaneeresAGIncomee a
accrued, interest from U. S. savings bonds used t
earned income of U.S. ci teidz efrso ml igwWiomg amrcoandk .t ha

17 Major life-changing events include (1) death of a spouse; (2) marriage; (3) divorce or annulment; (4) partial or full
work stoppage for the individual or spouse; (5) loss by individual or spouse of income from-prcaiaeing prperty
when the 1oss 1is noteganaturdl disasten);dr(6) ieduatianlor loss far individeakof o n  (
spouse of pension income due to termination or reorganization of the plan or scheduled cessation of the pension.
(C.F.R.8418.1D5)

BSocial Security Admi nRelatedMonthlyAdjustménMenduntcife-€ ek a d gcwgme Event , ”
Social Security Form SSA4, athttp://www.ssa.gownlinessa44.pdf
9 Ryan J. Rosso #hored this section of the report.

20 For more information about the individual mandate, GBS Report R4443dhe Individual Mandate for Health
Insurance Coverage: In Brief

2126 U.S.C. 85000A(c)(4)(B). The individuals for whom a taxpayer is allowed a deduction for personal exemptions are
identified in 26 U.S.C. §15RlthoughP.L. 11597 temporaily repealed the deduction for personal exemptions

through 2025, it expressly did not impact any other tax determination relying on, or referring to, personal exemptions.
2226 U.S.C. 85000A(c)(4)(CR.L. 11256, which changed the definition of incorfer the purposes afetermining

eligibility for ACA premium credits and Medicaid to include nontaxable social security benefits, did not apply the
change to the individual maaté provision.
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or individuals who do not maintain health insur
ndividual mandate, the penal-dglisrbamedntjtWwkrc
s giThat d or mul a inst aag es pmeucl it fi ipd“d eqld dbeya B’ITher 5 © m me .
ercent%Bgien/an@@lbh&d will be 0% .f oAn 2i0idd9i vainddu able y o n
applicablse daftomed as t he anso uhnotu sbeyh owlhdi cihn caonmei n
exceeds tHdlampgl ithaklschol d for f eXlenr aolt hienrc owmwer dtsa,s
“‘applicable fheomggregate MAGI above the tax fil
dependents required -dtool lfairli & 6mfd Sitndtaon D) tBu r n . The f1
assessed for each t&#Rpgiyemingdiany0ti®penkenfhkat
penalty will be $0.

o = =

-

13

Certain individuals are exempt fromOtdhesualdi vi du
exampl emdiisvifdara lis rfaogrtu mihsofmé r @& EBe overage i1is consi
unaffordables ifeqmiidadivoaoomhtulmyl becuotvieornd Feoar € xsbeel efd s 8
or her hou#¢¢Fb oiledxleimpct oi noen., household income 1s ba.
used Mmo téeet eprenal ty amount except that 1t also 1i:
through a salary reduction arraflgrediiewitdtdlags amre
also exempt 1if their household 1ihcomeomse t aeaxesth
the applicable tax year.

Exchanges and PreXnium Tax Cre

Health insurance exchanges operate 1in every stat
ACA st®Exehanges are not insurmMmekedphprreisdferrat
private health plans to qualifiehAeCiAn dipwicd ufalcsaladn
requires exchanges to offer insurance options to
structured to assiaficutshedsteo ntsweaog udkinftfleyr, e tthetryep dss
to serve individuals and fami((SHEGP, eaxnédh aanngoetsher t
within ach state.

Certain enk@@GUYeGsXIDOmg¢ heare eligibleorfmomrofpr e miunm
federal 3Saix hcrcedidtist.s are not provided through t]
credit 1s an advanceable, refundable tax credit,

23|n 2018, the filing thresholds for most individuals under the age of 65 are $12,000 for a single filing status and
$24,000 for most married couples filing jointly where both spouses are under the age of 65. The filing threshold is
linked © an inflation adjustment based on the Chained Consumer Price Index for All Urban Consu@RerJjCand
therefore it may be higher in future years.

24When calculating the fladollar amount assessed on a taxpayer and his or her dependents,cbkafl@mount is
reduced by ondalf for dependents under the age of 18 and the total family penalty is capped at 300% of the annual
flat-dollar amount.

25|n statute, the affordability threshold was set at 8% for 2014. The 8.05% threshold for 2018 isod tfessitatutory
requirement that the threshqddrcentage be adjustadsubsequent yeats reflect the excess rate of premium growth
above the rate of income growth for the period.

2626 U.S.C. 85000A(e)(1).

27 Bernadette Fernandexthored this sectioof the report.

%3e¢ee Kaiser Family Foundation, St hitpséd/wwkfhorgstdtehdalths ur ance Mar |
marketplaceprofiles!.

29The ACA gives states the option to merge both exchanges and offexatender one structure.

%Foradditional information ab o (CRSRepoet RM2Heakh Inguraacemi um t ax credi
Premium Ta Credits and CosEharing Subsidies
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—_—

or no federal income tax liability.

t
To be eligible for a premium credit through a

he tax year to benefitm ftrhoem ftuhlel ccrreeddiitt, aammodu ntth e
ittle

n i

X have a household income (based on MAGI) bet we
fedérpoverty level ¥FPL), with an exception,

x

QRW el i ‘gmimlienufmores s e¥ftswmdhcosveMadiecai d, Me

di ¢

or an emplnsyerred plan that meets certain requ
through the individual health insurance mar kce

X be eendr oilnl an exchange plan; and
X be partfidfi g tuanx t

Onc

e eligibility is determined, income will be u
determine the amoudiett eorfmatfhhaet htwanxc rceYdK t i Qdl M WTdblet 1 s
amounts that result from two different scenarios
straightfor ward: the monthly premium for the exc
The second scenario is more neompgéeérsathd, pramdilmi
standa%cda plhaenlocal area in which the person/ fami
person/ family may be 71 equi rlehdi st or ecqounitrreidb uctoen ttroiwba
amount 1s bas e2d09komn tionncbountea, p pwei.dtOhd % t a4 ¢onO 2 8
income Based on a comparison of the two amount s
premium credit will be the lesser amount

Determination of I nc o me

used to pay higher education tuition an
walse de falom gr ostsa xianbcloemep,o ratni do nn eofifi tSso.c i a I

ehold income, for purposes of deter mining
ven taxpayer and the aggregate MAGI of al

31 An exception is made for lawfully present aiemith income below 100% of the federal poverty level (FRh) are
ineligible for Medicaidfor the first five years that they are lawfully preséiitese taxpayers Wbe treated as though
their income is exactly 100%PL for purposes of theremiumcredit

32 The definition of minimum essential coverage is broad. It generally includes Medarare Rledicaid the State
Childreri kealh Insurance Program (CHIP)RICARE; the TRICARE for Life programa health care program
administered by the Department of Veterans Affalre Peace Corps programgovernment plan (local, state,
federal) including the Federal Employees Health Benefits Program (FEHB)plan stallished by an Indian tribal
governmentany plan offered in the individual, smajtoup or largegroup marketa grandfathered health pleand
any other health benefits coverage, such as a state health benefits risk pool, as recognized by theSdesdtar
and Human Servicen coordination with the Treasury Secretary.

33 Since the premium tax credits are administered through the individual income tax filing process, credit recipients are
required to file federal tax returns, even if they do rmsehfederal tax liability.

34 The standard plan that will be used in the premium credit formulaisthe seveestc o s t “sil ver ™ plan
area. Silver refers to a type of health plan that meets an actuarial value of 70%. For a summary dibougsion

actuarial value,seeh ¢ “ Ac tuwa rainadl M at la | QRS Repert'R44425tedlttb InsurancePremium
Tax Credits and Cos$haring Subsidies

326 U.S.C. §36B(d)(2).
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The Use of Modified Adjusted Gross Income (MAGI) in Federal Health Programs

deduction for a*Gpevresnotahli se xdeesipiinid &¢d.omay tiheclhude t

taxpayer, sthspotusepapand Jther tax dependents.

Note t hathotuhsethuwsledledfer mi ne eligibility for and a:i
based on income, is not mneces s airni layn eeqgxuci hvaanl geen t t

(foveragef.dmmddampl e, a hypothetical taxpayer

ma

are tax dependents and one of whom is 25 years o
cl ai md ddxeappe mdent ) . Ho we xein,| drleen pvarséintt oarnr ol 1l i
exchange plan. The coverage familye-sitsd amaty thael of
included as a dependent for health insurance pur
dependent, tshe nyomeg iasdwmlbt isnclnwdenkd Wiotrh ptrleemi pram
pur poses. The parent would claim the credit base
three (par edmetp eanndd nttwoc htialxdr e n ) . The yomadgi tadul t 1
using the income amount calculated on his or her
other words, t“dep ¢ ideswdelftisniitn oan soefparate premium
young adult, even thougdl tdhws helad t houmguadwktet tde
family in the® same health plan.

Me di ai d

Medicaid isstajoimptogreadmrtahat finances the deliyv
services, -asrmebbtrascetongnd slwpmeotme ( HHS )i.dutad s
Eligibility for Medicaid is determined by both f
eligibility criteria within federal minimum stan
(e.g., elderlybililndieos duahs]l &€t ¢h, dpsagnant women
childless adults) and financial (i.¢e., income an
otherwise be efSgmdlel fpirbicloivtey agrroups are manda
statwith a Medicaid program must cover them; oth

Determination of Income

Under the ACA, states are rceoquwitriend troulter abmssietdi oomn
to establish uniform standar dsdeftoerr nwhnaidn gi nMeodmec at
eligibility for dmossatb Ineodn eilnddeirvliydhaegnbds §n octhnd dr en u

36 These individualare identified in 26 U.S.C. 815AlthoughP.L. 11597 temporarily repealed the deduction for
personal exemptions through 2025, it expressly did not impact any otherg¢axidation relying on, or referring to,
personal exemptions.

37The IRS final regulations on premium tax credits Fétieral RegisteB0377) clarified that the household could
include individuals who are exempt from the ACA individual mandate. Moreovieougjhan individual who is
incarcerated or not lawfully presemiay notenroll in an exchange health plan (asdonsequentlyneligible for
premium credits)he or shenay be an applicable taxpayer for a family member igletigible to enroll in an exchange
(and potentially eligible for premium cres)it

38 This hypothetical example is a summary of an example included in the IRS final regulations. For the full example
and explanation, see 26 C.F.R.1.38@).

39 Evelyne P. Bumrucker authored this section of the report.

40 For more information about Medicaid, 8BS Report R4335Medicaid: An OverviewandCRS Report R43328,
Medicaid Coverage of LoAgierm Services and Supports

4! Individuals also need to meet federal and state requirements regarding residency, immigration status, and
documentation of U.S. citizenship.
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adults and pregnant “Memdic adMdAdsdr -i mbowtmegg ofile5is
forthaumder e ®hh aa d dshptei coinf ytiong the types of house
be considered during eligibilbhopusddtbédmmnraodtmiceons ,
of any person definbhoms Cahwdadr beofoamtienddwhiedudek
thatidiwsalinwcome level for purposes ®bliesneMediesnid
are discussed in further detail below.

Transition to MAGI

ThACA e qusitractde s t o transitcioamttimgt raal MAGI ilmd@me t
2014. In transitioning to the mnew rule, states W
holds that were no 1|l ess t hdeCnsetnhaec tsnteanntd ar d s
, MafPThe 2ACA2HI1Vg .included maintenance of e
states were Medudaiced poogmdmg afimr thedults w
ict ligibility sthmadwghdsDe aneerhtheord 03 lo,g 12 G
t h angdorwdMealliicgridbdlag i olmiall dr, e m nWlp t o t
e

e

72}

h
mb a206d9that fail to comply with the A
f fMadbheapdrposehiofgthese policies we
vidu ho were eligible for Medicaid prior
MAGIi valent income standards. In addition, t
mi es¢dbll o sh more expansive income eligibildit.y
January 1, 2014, states were no longer per mit
ome levels through tHie adoption of i1income di s

o = =+ NS
5 Hho o8 5o B o
"o 0T t®
o e S ¢ I ¢ ]
- 0o — " 5

o

How MAGI Id AppMedicaid

Under the Medi ecaciudn tMMAM@EI riunlceosme a s fsa tMAGWIi, 1 1 l ook
deduct an amount equal to 5% of FPL® twHich the |1
compare that income to the mnew income standards
determine whether the’simrdiiwiduali®(Feoertesq utichoemmpt redt ger.

42The transition to MAGI represents a major changerimseof the types of information collectegld.,what counts as
income) and the definition ¢household (e.g.,the inclusion oktepparentincome) comparedith former Medicaid
incomeeligibility rules.Under the former Medicaid incor@igibility rules, those regarding income exclusions and
disregards varied greatly across states and Medicaid eligibility categories.

43 Sections 1902(a)(17)1.902(e)(14)E) and 1902(e)(14)(J) of the Social Security Aetl42 C.F.R. §435.603(elper
CHIPregulations at 4Z.F.R.8457.315, thvledicaidMAGI rules at 42C.F.R.435.603subsectiongb) through (i)
also apply to CHIP.

44 See42 C.F.R. §435.60%d).
4581902(e)(14)(E)) of the Social Security Act.
46 81902(gg) of the Social Security Act.

47 Subsequent laws extended the Medicaid and CHIP MOE requirements through FY2027 for children in families with
annual income less than 300% of the federal poverty.|Eee more information seERS Report R4513®ipartisan
Budget Act of 2018 (P.L. 1483): CHIP, Public Health, Home Visiting, and Medicaid Provisions in Division E

4881902 (e)(14)(B) of the Social Security Act.
49 The 5% FPL income disregard is applicable only if an individual is at thestigicome limit for coverage. See 42
C.F.R. 8435.603(d)(4).

50 For state Medicaid income eligibility standards for selected Medicaid eligibility groups subject to the MAGI income
countingrules, based on state decisions as of April 1, 2018., see CemtersNbe d i care & Medicaid Servic
Medicaid and CHI P I nc ohiips/Miwvimgdicaidigbmiedicaidpfograminformatidory , > a t
medicaidandchip-eligibility -levelsindex.html
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list of Medicaid eligibhe iMAGIcgibmgomengs rtuheas, ase
7TDEOH § $SHhSHQ@GEL[t his report . )

MAGIExempted Groups

Under the ACA, certain groupsouartel negx empte .f r(dFmrt k
complete 1list of Medicaid e 1tihgei bMA G Ifc yo wmacaotinmeggo r i ¢ s
rul e ’TDE@K & -APGA income determination rules wunder
apply to the-efkemgadwimpg : MAGI

X Individuals who are eligible for Medicaid tht
assistance program (e. g., foster care childrc
Supplemental Security Income [SSI])

The el derl yd&5deafn d eadl hesr )a.g e

X Certainindisawabdweal s who qualify for Medicaid o
or disabled, withosmtelegabdl toyther i 881 vidual
X The medically needy (defined as individuals 1
broad categocrtpbpwerofl Mhodiugoij dbut meet the appl
income requirements).

X Enrollees in a Medicare Savings Program (e. g.
for whom Medicaid pays the Medicare premiums
deductibles).

addition, MAGItgodetnomiaffeonselhgobhghi Expre
termine whether a child’shdle atheth Madiucaind eo P r 9t
HIP] eligibility requirements). Nori ncovemse MAGI
bsididéscaffer pMed cripti on -tderrung ss,e rowi cftbEro mMedd i scuapi pc
ese-eMAG@pted -ACAuperdetpeeremi nation rules under Me
ntinue to be used.

Countable Income

In g e mnecroanle, eil i gibilityaddrndMwdede cnrmo lFIX&JPHPOQiNe amd s e d
PROQWK®@YS ¢ hol1%Asi ni cnodmDEQHIMAGaIs e d i ncome under Medi

refereomd¢d ocalmhecul ated using the same met hodology u
36B(d)(2)(B) of thexbER@t (1nereerceemitrv ciadcclr meads, tiamx e 1
from U. S. savings bonds used to paoymehioghdr Seduca
citizens livingdeldr éd ad mt lga o stsaaxianbelweenkp,o ratni do nn oonf S
Security benefitsMgdiwa aihd s o tfgad aclzisfeipetdi olhiost.t er vy wi

51 Long-term services and suppoiteludeinstitutional services, such as nursing facility cared homeand
communitybased services, such as home care, personal care, transportation, emahegmment, furnished under the

b}

Medicaid state plan or the state’s Medicaid waiver program

52When redetermining eligibility for current Medicaid enrollees, states are permitted to use current monthly income
and family size or projected annual income aandify size for the remaining months of ttedendaryear. For states

that choose the latter measure, the rules for projected household income and family size under Medicaid differ as
compared to the rules under the exchanges. Specifically, Medicaid eetipgrapplicant to predict income and

household size for the remaining months of the calendar year, whereas applicants seeking eligibility for premium tax
credits must predict income and household size based on the tax year. See 4485F6R3h)(2). States are required

to use “reasonable methods” to account for changes 1in 1inco

work. See 42 C.F.R8435.603h)(3).
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an‘dualifie’di nlcbormpe stuom b e dceotnesrimdienriendg wheedni cai d el i g
certain °Widninviindgusa lasnn.d / or income less than $80, 00
month received. Amounts greater than §$80, 000 are
amount YWmaeddmvcedliediregulations, irregular income
state 1ncome ttaixmer egfiufnd, oand nchreer i tances) 1S couil
month r%Adesiowader s Madirtceeag udlnadt i ons, particular pay
Ad mayXBEWUDBFWHG er mine MAGI. These include certa
and Al aska Natives, and certain scholarships, a w
income) if used for educat nodmpgenmoasttisomnfdomopgarfe
ment or Medndatdeach and .enroll ment grants

Family Size and Total Household Income

The MAGIcononomag rule for Medicaid has two compo
number of persons countlsdhawsvseamlembad)y,s aod2dd a@2 ) ntda tv
i ncdme.

Family size is dbheypersmomechblasomns aapedrsonaffected by
arrangements, legal status, age, how the individ
generaticemal fwahmitlher the individual is pregnant .,
determination (i1i.e., the tax filer or the depend
example, Medicaid rules 1nclude eun baonrdn nrahrirli derde n
couples living together are counted as the s ame
file a joint tax return

Once an ’sapfpalmiclaynts i ze has been established, a s e
whet her to macdéfideathehomecohol d member in the <ca
incodme.general, Medicaid defines totbalsehdousehold
income of every individual included in the house
counMddigcaid h o u®8Tehheosled eixncceopnieci.ons include
8“Qualified lottery winnings” are dsafumpmsund pagment)frornani ngs (i nc
stateconducted sweepstakes or lottery, or a lottery operated by a multistate or multijurisdictional lottery association.
“Qualified lump sum” income is defined as inchbhp@s received

defined by the Secretary of Health and Human Services and including monetary winningsnitdimggactivities
described in &ction 1955(b)(4) of title 18 of the U.S. Code).

54 Amounts greater than or equal to $80,000 but less than $90,000 megmver a period of two months. Amounts
greater than or equal to $90,000 but less than $100,000 are prorated over a period of three months. For purpose of
prorating winnings and/or income in amounts greater than or equal to $100,000, one additidmés adaed for each
increment of $10,000 received, not to exceed 120 months (or 10 years) for winnings and/or income of $1,260,000 or
more. Winnings and/or income greater than or equal to $80,000 are counted in equal monthly installments over the
applicabé time period.

5542 C.FR. 8435.60%e).

5642 C.F.R8435.603

5742 C.F.R8435.603f)(4).

58 42 C.F.R§435.603d)(2) through (d)(4).
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X the income of a child who is included in the
parent, a d o p tpeadr epnatr eanntd, iosr nsotte pec xpected to fi
QRWcluded in the Mme; caid household 1inc

X the income of a tax dependent QRMWo 1is not eXxpc¢
included in the Medicaid household income of
whet her the tax dependent files a tax retur n;

X Medicaid household 1income amahy,s uaptp osrtta taeb oovpet i
nominal amounts provided by another tax payert
the household (other than a s pcohuisled) a natur al
as a tax dependent ;

X beginning January 1, 20ilbil imy dedicenr gni MAGIg Me
based 1income, a state mus:t subtract an amount
FPL fo the apPdndable family size

X on or after “gqualviafriyed ,I"eWd@mpm | wifnmreidn d su mp
sumncame not c osuenhtoeldd aisn choonne when deter mining
eligibility for otherhome$oralsdof the individi

In a final step, family size and total household
eligibility thresholds ( wthhe hFRI)e tex pdeetsesrendi mes w
applicant qualffies for the program.

5942 CF.R. 8435.603(d)(4) makes it clear that MAGI 5% income disregard applies onlaifiindividual is on the
verge @ not being Medicaiekligible becausais or hefincome is too high.

6042 U.S.C. 1396a(e)(1&).
61 For a specific example of how these rules play out, see Rules and Regulatiéedeil Registet 7152, Friday,
March 23,2012F or mor e i nf or mat i o n-based eliginlity levels adjdsted forithe 5% didregaid,

effective January 1, 2014, see Tabld Af CRS Report R4334Budgetary and Distributional Effects of Auting the
Chained CPI
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Appendix. MAGI and MedEkiagidbility

Categories

7TDEOH $ows t he Meldiitcya icda teelgiogriibe s where MAGI appli
201 ADEOH $ows Medicaid eligibility categories tha
grugps 1include (1) those expressly listed in stat:
income determination (e. g., Supplemental Securit
whom an income test 1s notqurierqeumernetds afso ra tphaer te loif
pathway (e. g., f or md thaegfoe2s6t, ¢ ra ncda rweo meehni Indereedn nugp ttr o
breast or cervical cancer).

Table A -1. Medicaid MAGI -Based Eligibility Categories, Beginning Janua ry 1,2014

Social Security Regulatory Citation
Eligibility Category Act Citation (42 C.F.R)

Mandatory Eligibility Categories

Parents/caretaker relatives

Low-income families 1902(a)(10)(A)(i)(1) and 1931 §435.110
Consolidated group for pregnant women 8§435.116

Low-income families 1902(a)(10)(A)(i)(I) and 1931

Qualified pregnant women 1902(a)(10)(A)() (1)

Povertylevel related pregnant women 1902(a)(10)(A)()(IV)
(mandatory)

Pregnant women financially eligible for 1902(a)(10)(A)(ii)(I)
Aid to Families for Dependent Childrer
(AFDC)

Pregnant women who would be eligible 1902(a)(10)(A)(ii)(1V)
for AFDC if not institutionalized

Povertylevel related pregnant women  1902(a)(10)(A)(ii)(IX)

(optional)
Consolidated group for childrennderthe ageof 1% §435.118
Low-income families 1902(a)(10)(A)(i)(I) and 1931
Qualified childrerunderthe ageof 19 1902(a)(10)(A)(i)(1T)
Povertylevel related infants 1902(a)(10)(A)()(IV)
(mandatory)

Povertylevel related childreetween  1902(a)(10)(A)(i)(VI)
the agesf 1 and5

Povertylevel childrerbetween theages 1902(a)(10)(A)(I)(VII)
of 6 and18

Children who would be eligible for 1902a)(10)(A)(ii)(1V)
AFDC if not institutionalized

Povertylevel related infants (optional) 1902(a)(10)(A)(ii)(IX)
ACA Medicaid expansion grolip 1902(a)(10)(A)(I)(VIIT) §435.119
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Social Security Regulatory Citation
Eligibility Category Act Citation (42 C.F.R)

Optional Eligibility Categories

Parents and other caretaker relatives 1902(a)(10)(A)(ii)(1) NAc
financially eligible for AFDC
Reasonable classifications of children unc 1902(a)(10)(A)(ii)§ and (IV) §435.222

the ageof 21 financially eligible for AFDC
or who would be financially eligible if not
institutionalized

Individuals undethe ageof 21 who are 1902(a)(10)(A)(ii)(VIII) 8§435.227
under state adoption assistance agreeme

Optional targeted lowincome children 1902(a)(10)(A)(i)(XIV) §435.229
underthe ageof 19

Optional group forindividuals needing 1902(a)(10)(A)(i)(XII) NA
treatment for tuberculosis

Optional Chafee independent foster care  1902(a)(10)(A)(i))(XVII) NA
adolescents undehe ageof 21

Individuals undethe ageof 65 with income  1902(a)(10)(A)(ii)(XX) §435.218

more than 133% of the federal povgrt
level (FPL) and at or below standard
established by state

Family Planning Option 1902(a)(10)(A)(i)) (XXI) NA

Source: &HQWHUV IRU OHGLFDUH DQG OHGLFDLG 6HUYLFHV &O06 OHGLFDLG DQ¢
(CHIP) Eligibility Groups in 2014, September 2012.

a. Represents existing groups that were consolidated beginning January 1, 2014.

b. OnJune 28, 2012, the U.Supreme Court issued a decisionNiational Federation of Independent Business v.
Sebeliughe Court held that the federal government cannot terminate current Medicaid program federal
matching funds if a state does not expand its Medicaid program, effigatnaking the ACA Medicaid
expansion for this new adult group optional.

c. NA means not applicablend was identified as such by the Centers for Medicare and Medicaid Services on
the source document

Table A -2. MAGI -Excepted Eligibility Categories, Beginning January 2014

Eligibility Category Social Security Act Citation Regulatory Citation (42 C.F.R.)

Mandatory Eligibility Categories

Children receiving foster care, 1902(a)(10)(A)(i)(1) 8435.115(e) and 8§435.145
adoption assistance, or kinship

guardianship assistangeder title

IV-E of the Social Security Act (SS¢

Former foster care children upto  1902(a)(10)(A)(i)(1X) NAa
the ageof 26
Medicare Savings Program
Qualified Medicare Beneficiary 1902(a)(10)(E)(i) and 1905(p) NA
(QMB)
Specified Low Income 1902(a)(10)(E)(iii) and NA

Medicare Beneficiary (SLMB) 1905(p)(3)(A)(ii)
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Eligibility Category Social Security Act Citation Regulatory Citation (42 C.F.R.)
Qualifying Individuals (QI) 1902(a)(10)(E)(iv) and NA
1905(p)(3)(A)(ii)
Qualified Disabled and 1902(a)(10)(E)(ii), 1905(p)(3)(A)(i), NA

Working Individuals (QDWI)  and 1905(s)
Aged, blind, or disabled individuals

Supplemental Security Income 1902(a)(10)(A)()(II) §435.120
(SSI) recipients i81634 of SSA
and SSI criteria states

Individuals meeting more 1902(f) §435.121
restrictive criteria than SSlI in
209(b) states

Working disabled individuals 1902(a)(10)(A)(i)(11), 1619(a), NA
1619(b), and 1905(q)
Disabled widows and widowers 1634(b) 8435.137

ineligible for SSI due to increase in
Old-Age, Survivors, and Disability
Insurance (OASDI)

Disabled adult children 1634(c) NA
Early widows/widowers 1634(d) §435.138
Individuals ineligible for SSI/State  NA 8§435.122

Supplemental Program (SSP)
because of requirements prohibitec
by Medicaid

Individuals receiving mandatory Section 13(c) oP.L. 93233 §435.1308435.1011
state supplementander Section
212 of P.L. 9366

Individuals who would be eligible  Section 503 oP.L.94-566 §435.135
for SSI/SSP but for Olélge,

Survivors, and Disability Insurance

(OASDI)Cost of Living

Adjustments (COLA) increases

since April 1977

Individuals who would be eligible  Public Law 986 §435.134
for SSI/SSP but for OASDI COLAs

in 1972

Institutionalized indivicals NA 8§435.132
continuously eligible since 1973

Blind or disabled individuals eligible NA §435.133
in 1973

Individuals eligible as essential NA §435.131

spouses in 1973

Optional Eligibility Categories

Women needing treatment for 1902(a)(10)(A)(ii))(XVIII) NA

breast or cervical cancer

Aged, blind, or disabled individuals 1902(a)(10)(A)(ii)(l) §435.210 or 8§435.230
financially eligible for SSI cash

assistance
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Eligibility Category

Social Security Act Citation

Regulatory Citation (42 C.F.R.)

Aged, blind, odisabled individuals
who would be financially eligible fou
SSI cash assistance if they were nc
institutionalized

Individuals in institutions who are
eligible under a special income leve

Individuals eligible for home and
communitybased waiver services
under institutional rules

Individuals receiving hospice care

Poverty level (100% federal povert
level) aged or disabdeindividuals

Aged, blind, or disabled individuals
receiving only optional state
supplements

Work Incentives Eligibility Group
(BBA) with income less than 250%
FPL

Ticket to Work Basic Group
(TWWIIA) of working disabled
individuals

Ticket to Work Medical
Improvements Group (TWWIIA
MI) of working disabled individuals

Family Opportuity Act for
Children with Disabilities (FOA)

Individuals eligible for home and
communitybased state plan
services (150% FPL)

Individuals eligible for home and
communitybasedstate plan
services (special income level)

Qualified disabled children under
the ageof 19 who would be eligible
for Medicaid if they were in a
medical institution (Tax Equity and
Fiscal Responsibility Act @982
[TEFRA] children)

Individuals participating in a
Program of AHinclusive Care for
the Elderly (PACE) program under
institutional rules

Medically Needy
Pregnant women

Children underthe ageof 18

1902(a)(10)(A)(ii)(IV)

1902(a)(10)(A)(ii)(V)

1902(a)(10)(A)(ii)(V1)

1902(a)(10)(A)(ii)(VIl) and 1905(0)

1902(a)(10)(A)(ii)(X) and
1902(m)(1)

1902(a)(10)(A)(i)(IV) and (XI)

1902(a)(10)(A)(ii)(XI11)

1902(a)(10)(A)(i)(XV)

1902(a)(10)(A) (i) (XV1)

1902(a)(10)(A)(ii) (XIX)

1902(a)(10)(A)(ii)(XXII) and 1915(

1902(a)(10)(A)(i))(XXII) and 1915

1902(e)(3)

1934

1902(a)(10)(C)
1902(a)(10)(C)

§435.211

§435.236

§435.217

NA
NA

§435.232 or §435.234

NA

NA

NA

NA

§435.219

§435.219

§435.225

NA

§435.301
§435.301
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Eligibility Category Social Security Act Citation Regulatory Citation (42 C.F.R.)

Individuals undethe ageof 21~ 1902(a)(10)(C) §435.308
(or underthe ages of 20 or

19) or reasonable

classifications of such

individuals
Parents and other caretaker 1902(a)(10)(C) §435.310
relatives
Aged 1902(a)(10)(C) §435.320, §435.330
Blind 1902(a)(10)(C) 8§435.322, §435.330, 8435.340
Disabled 1902(a)(10)(C) 8435.324, §435.330, §435.340

Source: Centers for Medicare and Medicaid Services  CMB{GLFDLG DQG &KLOGUHQ:-V +HDOWK
(CHIP) Eligibility Groups in 2@&ptember 2012.

a. NA means not applicablend was identified as such by the Centers for Medicare and Medicaid Services on
the source document

b. Federal law gives states thetmn to use financial eligibility criteria for their aged, blind, and disabled
populations that are more restrictive than SSI. States that use this alternative to SSI program rules are
WA\SLFDOO\ UHIHUUHG WR DV ° E VWDWHYV pu

c. Closed to new enroliment.

d. Individuals are determined eligible for this pathway based on screening by Centers for Disease Control and
Prevention (CDC) program without an income test performed by Medicaid
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